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ABSTRACT 

A study of the debt levels of graduate and 
professional students is reported in narrative, data tables, and 
graphs. Highlights include: total annual borrowing through federal 
loan programs has accelerated dramatically, with more than a million 
graduate and professional students now borrowing nearly $8 billion 
per year; graduate and professional student borrowing is increasing 
even faster than the record rate of increase in total student loan 
borrowing; average debt levels -are high, especially for students 
attending professional schools in medicine, dentistry, and law; 
low-income and minority students are the groups most likely to borrow 
at the graduate and professional level; professional school graduates 
face repa5nnent burdens that are prohibitively high in some cases, 
particularly for those choosing lower-paying, public service-oriented 
jobs; and doctoral recipients generally appear to have modest 
repayment burdens. An appendix contains descriptions of the major 
student loan programs. (MSE) 



Vc Vc Vc Vc it it it it it it it it it it it it it it it it it it it it it it it it it it i: it it it it it it i: it it it it it it it it it it it it it it it it it it it it it it it it it it it it it it it it it 



’"' Reproduct i ons supplied by EDRS are the best that can be made 
* from the or iginal document . * 

Vc Vc Vc Vc Vc Vc Vc Vc it it it it it it it it it it it it it it it it it it it it it it it it it it it it it it it it it it it it it it it it it it it it it it it it it it it it it it it it it it Vc Vc Vc Vc Vc 



ED 397 770 







BEST COPY AVAILABLE 




PERMISSION TO REPRODUCE AND 
DISSEMINATE THIS MATERIAL 
HAS BEEN GRANTED BY 

Institute for H.E, 
Policy 



U S. DEPARTMENT OF EDUCATION 
0*i-co o1 EcuCdho''a. HesoHfcn arxi ifrO'Cvcmont 

EDUCATIONAL RESOURCES INFORMATION 

/ f CENTER (ERIC) 

This document has been reproduceo as 
received from the person or organizatiOii 
originating it 

□ Minor changes nave been made to 
.morOve reproduction quality 



TO THE EDUCATIONAL RESOURCES 
INFORMATION CENTER (ERIC) 



• Penis of view or opinions stated 'ii this 
docurneni do not npcessarily roc'osont 
oHiCia! OERl position oi policy 



TERI THE INSTITUTE 

The Education Resources Institute for Higher Education Poiicy 








TERI 

The Education Resources Institute 



THE INSTITUTE 



o 

ERIC 



for Higher Education Policy 



The Education Resources Institute, Inc. (TER!) was incorporated in June 1985 for the 
purpose of aiding students in attaining an education and assisting educational institutions 
in providing an education in an economical fashion. To achieve this purpose, TER! func- 
tions as a private guarantor of student loans disbursed by participating lending institu- 
tions. 

TERl's Higher Education Information Center (HEIC) division receives funds from federal, 
state and private grants, membership fees from colleges and universities, and other sources. 
These revenues are used to provide information at no cost to students and their families 
about financial aid for post-high school education and career opportunities. 

Ernest T. Freeman, President and CEO, TER! 

Thomas D. Parker, President, Boston Systems Resources, Inc. 

Sarah Pendleton, Director of Public Relations, TERI 

To request o copy of the report, p/ease contact: 

The Education Resources Institute 
330 Stuart Street, Suite 500, Boston, MA 0211 6-5237 
Phone 800/255-TERl ext. 4762 Facsimile 617/451-9425 

■■B 

The institute for Higher Education Policy is a non-profit, non-partisan organization whose 
mission is to foster access to and quality in postsecondary education. The institute's 
activities are designed to promote innovative solutions to the important and complex 
issues facing higher education. These activities include research and analysis, policy 
formulation, program evaluation, strategic planning and implementation, and seminars 
and coiioquia. 



Jamie P. Merisotis, President 
Colleen T. O'Brien, Managing Director 
Allison H. Gray, Assistant Director for Research & Development 
Margaret H. Hill, Policy Analyst 
Cynthia G. Richardson, Project Specialist 



For further mformation, p/ease contact: 

THE INSTITUTE for Higher Education Policy 
1930 1 8th Street, NW, Suite 24, Washington, DC 20009 
Phone 202/588-8383 Facsimile 202/588-8379 



O 

ERIC 



4 



Acknowledgments 



The success of this report depended heavily on assistance from organizations who gener* 
ously provided data, information, and advice about graduate and professional student 
borrowing. The Institute for Higher Education Policy and TERI would like to acknowledge 
the following individuals and organizations for their efforts: 

Brenda Avoletta 
U.S. Department of Education 

John Kane 

. U.S. Department of Education 

Daniel Madzelan 
U.S. Department of Education 

C. Scott Litch 

American Association of Dental Schools 

Stephen Northrup 

Association of American Medical Colleges 
The Access Group ® 

National Research Council 



This publication also benefited from the contributions and support of several other indi- 
viduals, including Gil Kline of Strategic Communications; Ken Redd of the National 
Association of Independent Colleges and Universities; and Bill Pedersen, Jr. of Williams 
Printing. 



We heartily acknowledge the help of these individuals and recognize that they are not 
responsible for any errors of omission or interpretation contained herein. 



6 



Table of Contents 



Foreword 7 

Executive Summary 9 

introduction 1 5 

Annual Loan Volume 1 9 

Who Borrows? 25 

Cumulative Borrowing 3 1 

The impact of Cumulative Borrowing 37 

Conclusion 47 




b 



Appendix 



49 



tHf ftt/v - t 



Foreword 



his year, nearly 1 million Americans arc en- 
rolled in posl-baccalaureate education, ranging from 
graduate programs in the arts, humanities, and sci- 
ences to prol’essional programs in medicine, dentistry, 
and law. 'I'lie academic experiences of these students 
vary wideK' and result in careers as diverse as that of 
the entire V.S. workforce. One important issue, how- 
ever. draws these students together: liow they pay for 
their educations. Tinancing for graduate and profes- 
sional students varies significantly from that of under- 
graduate students, who generally have far greater 
access to grant funds and who can rely more often 
on parental support to ease the college financing bur- 
den. I'or professional students — and increasingly for 
graduate students — loans often represent the main re- 
source with which they can pay for their educations. 

Much has been written about student borrowing at 
the undergraduate level. For example, in September of 
1995 we jointly produced a report entitled Collcifc 
Debt and tlw Aimrkwt I'muilif, which provided a com- 
prehensive overview of information about student 
loan borrowing trends since 1990. This report 
raised serious concerns about the increase in total 
student borrowing since the early 1990s. as evi- 
denced by overall borrowing trends and information 
regarding the demographic profile of student loan bor- 
rowers and their families. 



1-or graduate and professional students, what has 
been reported about their borrowing patterns is 
largely anecdotal in nature. Stories about medical stu- 
dents with hundreds of thousands of dollars in loan 
debt, for example, have been the focus of several 
newspaper and television news stories. But whether 
these students represent the mainstream of borrow- 
ers at the post-baccalaureate level, or simply are 
anomalies in a system where most students borrow, 
has been difficult to discern. 

One reason why no comprehensive studies of gradu- 
ate and professional student borrowing have been 
conducted is that no central source of information 
regarding borrowing trends at the graduate and pro- 
fessional level exists. Instead, a wide range of sources, 
including the ILS. Department of Fiducation. profes- 
sional school associations, and research organiza- 
tions. have collected such information. Because of 
this diffused approach, a complete picture of borrow- 
ing by students beyond the undergraduate level has 
not yet emerged. 

In this report, we endeavor to fill that void, drawing 
together these numerous sources of information. At- 
tempting such a compilation has been a complicated 
task, requiring that diverse sources of information 
representing a range of methodologies be reconciled. 
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As ;i result, extreme cure should be exereised in comparing data across 
sources. 

The difficulties \vc have encountered in preparing this report have only 
reinforced our belief in its necessity. The information presented in the 
report portrays a complex picture of student borrowing at the graduate 
and professional level, where o\’erall borrowing has escalated in the last 
few years but where individual debt levels vary significantly, depending on 
the field of study and type of program. We believe that such a thorough 
portrait of graduate and professional student borrowing over the last lew 
years is essential to increase awareness about the effects of student bor- 
rowing on the educational, career, and personal opportunities of individu- 
als. and what impact these may have on the social and -economic 
development of the nation. 

Our motivation for preparing such a report relates directly to the mis- 
sions of our two organizations. The Education Resources Institute 
(TERI). based in Boston, is a non-profit organization that serves as a pri- 
vate guarantor of non-governmental student loans and provides an array 
of services that promote access to higher education. The Institute for 
Higher Education Policy, based in Washington. DC. is a non-profit, non- 
partisan research organization whose mission is to foster access to and 
quality in postsecondary education. Both TERI and The Institute have 
taken an intense interest in the explosion in student borrowing in recent 
years and have worked together to increase public and policymaker un- 
derstanding of the role of student loans in postsecondary education fi- 
nancing. We hope that this report helps to further that understanding and 
expand awareness about the growing loan debt facing the graduate and 
professional student cohort of American higher education. 



Ernest T. Freeman 
President 

The Education Resources Institute 



Jamie P. Merisotis 
President 

The Institute for Higher Education Policy 



Executive Summary 



growing list ol’ recent studies, reports, and tirticles has 
pointed out that paying for higher education is now one of the most im- 
portant financial decisions in the lives of Americans. Much of the focus 
has been at the undergraduate level, where students have seen tuition 
increases outpace inilation for more than a decade, and where borrowing 
levels have exploded in the last few years. But comparatively little attention 
has been paid to the financing needs and concerns of the nearly 2 million 
students attending graduate and professional schools annually. 

After paying for an undergraduate education, a substantial investment is 
needed to meet the higher costs of an advanced degree. In 1994-95. 
annual tuition for students attending graduate school averaged $6,177 
and was even higher for those at professional schools — $12,194 in law. 
$13,666 in medicine, and $14,398 in dentistry. This is in addition to an- 
nual living costs of $10,000 or more for many graduate and professional 
students. By comparison, undergraduate students paid significantly less, 
with average tuition of $4,0 30 in 1994-95. and average total costs of 
$8,286. including room and board. 

Even though many graduate and professional students work, either full- 
time or part-time, the significant costs of graduate and profes.sional 
school training require most students to seek financial aid. Unfortunately, 
these students typically arc not eligible for the broad range of need-based 
grant progrtims. such as Pell Grants, that are available to undergraduates. 
The result is that for graduate and professional s udents. loans increas- 
ingly have become the dominant form of financial assistance. For many 
students, these loans are in addition to those taken out at the undergradu- 
ate level. 
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In order to understand more fully the current loan burden that graduate 
and professional students face, and what impact borrowing may have on 
their life after graduating. The Education Resources Institute tTERI). in 
cooperation with The Institute for Higher Education Policy, has prepared 
this summary report. The report's main findings are compiled from a wide 
range of sources, including surveys by professional school associa- 
tions. data systems maintained by the U.S. Department of Education, and 
previously published reports. It is important to note that because the 
information presented in this report is drawn from so many different 
surveys and studies, extreme care should be exercised in comparing data 
across sources. Despite these limitations, we believe that this report helps 
to present a more complete picture of student loan borrowing than is 
presented from these sources individually. 

Our review of a broad range of data, information, and reports on graduate 
and professional student borrowing has revealed several important 
findings. These include; 

Total annual borrowing through federal loan programs has 
accelerated dramatically, with more than 1 million graduate 
and professional students now borrowing nearly $8 billion 
per year. 

Data from the Federal Family Education Loan (FFEL) program and the new 
Federal Direct Student Loan (FDSL) program — the main sources of 
student loans — indicate that the total amount borrowed by graduate and 
professional students through these programs has jumped from $4.4 
billion in 199 3 to $7.7 billion in 1995. a 74 percent increase in ju.st two 
years. Much of this increase is due to a surge in the number of borrow- 
ers — from 620. 000 in 199 3 to just over 1 million in 1995. 

Graduate and professional student borrowing is increasing 
even faster than the record rate of increase in total student 
loan borrowing. 



The 74 percent increase in graduate and professional student borrow'ing 
exceeds the 54 percent increase in t lal student loan borrowing, when 
loan volume jumped from $17.6 bill' m in 1993 to a record $27.1 billion 
in 1995. tlraduate and professional students account for 19 percent of 
all (undergraduate and graduate/professional) student borrowers but 
borrow 28 percent of the total student loan dollars. By comparison, 
graduate and professional students account for less than 14 percent of 
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the total cnrollmcMit in American higher education. In 1995. the average 
loan awarded to graduate and professional students (S7,h97) through 
the primary federal programs was more than $3, ()()() larger than the 
average loan awarded to undergraduate students ($4,475). 

Average debt levels are high, especially for students 
attending professional schools in medicine, dentistry, and 
law. 

Surveys conducted by associations and private organizations indicate 
high cumulative debt levels for students in certain programs. A survey 
by the Associtition of American Medical Colleges found that the average 
student loan debt for medical school gradiuites in 1995 was Sf)4.059. 
A similar survey by the American Association of Dental Schools re- 
ported that dental school graduates accumulated an average of 
$f>7.772 in loan debt. These surveys found that 81 percent of medical 
school grtiduates and 94 percent of dental school graduates borrowed 
to pay for their education. .Meanwhile, law students who borrowed 
through one of the largest private loan organizations. Law Access*", 
reported a median cumulative debt amount of $40. 300. a figure that 
actually underestimates law student debt because it does not take into 
account undergraduate borrowing. 

Low-income and minority students are the groups most likely 
to borrow at the graduate and professional level. 



A 199 3 survey found that students from the lowest income levels arc 
the most likely to borrow: 77 percent of students with incomes below 
$10,000 borrow, compared to 58 percent of those in the $10,000- 
$19,999 income range and 57 percent of those in the $20,000- 
$29,999 range. The same survey reported that borrowing rtites are 
highest for black and Hispanic students. Sixty-two percent of black. 
non-Hisptmic students tind (SO percent of Hispanic students borrow, 
compared to 54 percent of white. non-Hispanic students. 



Using cumulative debt data from the surveys discussed above, average 
monthly loan payments have been c.ilculated for Ph.D. recipients and 
gradiuites of professiontil schools. These monthly payment amounts 
have then been compared with avtiilable salary information. These com- 
parisons reveal that: 
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Professional school graduates face repayment burdens that 
are prohibitively high in some cases, particularly for those 
choosing lower-paying, public service-oriented jobs. 

For professional students, average monthly student loan payments are 
quite high. and. contrary to widely held views, do not appear to be offset 
by the higher average earnings in their fields. Medical school graduates, 
who graduate with an average educational debt of $64,059. face an aver- 
age monthly payment of $777. while dental school graduates, with an 
average cumulative debt of $67,772. have an average monthly payment of 
$822. Law school graduates, with a median debt level of $40,300. face a 
monthly payment of $489 as they begin their careers. 

These monthly payments translate into significant repayment burdens for 
many professional school graduates, especially those choosing careers 
in lower-paying, public service-oriented fields. For instance, law school 
graduates choosing careers as legal services attorneys can expect start- 
ing salaries between $22,000 and $31,000. In that range, student loan 
payments can average 19-27 percent of their monthly salary. This con- 
trasts with law school graduates who work as associates in large firms, 
where starting salaries average $50,000 to $87,000 per year and gradu- 
ates can expect to pay a low'er. yet still substantial 7-12 percent of their 
monthly salaries on student loans. Similarly, physicians practicing in the 
general .and family practice areas face monthly student loan payments 
equal to 9 percent of their monthly income, while those working in com- 
munity health clinics fare even worse, averaging 12 percent of their 
monthly income. 

Doctoral recipients generally appear to hove modest 
repayment burdens. 

Compared with students pursuing careers in the medical, dental, and law 
fields, those graduating from Ph.D. programs appear to have more man- 
ageable student loan debt levels. For example. Ph.D.s in engineering, with a 
median cumulative debt of $9,300 in 1993. woi 'd have a monthly pay- 
ment of $113. while doctorates in the social sciences, with a median 
cumulative debt of $14,500. would have a monthly payment ot $176. 
These monthly payments represent anywhere from 2 to 5 percent of the 
averiige monthly salaries for Ph.U. recipients, depending on the field of 
study. 




12 



\^rut/ita/f Ht/ tti/t ^ /// - /.y 



The findings ol'ihis study indictilc llitit the horrowing for gradutile tiiui profes- 
sional students is escalating, creating a new class of indebted students and 
leading to substtintial increases both in the total timount borrowed and the totttl 
number o*' students borrowing. .At the same time, the study iilso shows that 
there is a wide gap in borrowing levels among students depending on the field 
of study tmd type of progrtim. 

Student loan financing should be ti major area of interest for policymakers 
and the general public in the coming years. F.very effort must be made to 
ensure that the economic and social benefits that accrue to society be- 
cause of advanced education are not overtaken by the rising costs to 
individuals that result from their increased need to borrow. 
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Introduction 



he imporlaiK*e ol'a college education to the 
economic growth of the I’nited States cannot he un- 
derestimated. College graduates on average earn 
higher salaries, have better jobs, and make larger con- 
tributions to the tax base than their counterparts 
without degrees. As the value of a college degree lias 
risen, so too has the worth of a graduate or profes- 
sional degree, offering even greater potential benefits 
to individuals and society. 

But students heading to graduate or professional sciiool 
after obtaining a bachelor's degree encounter a very dif- 
ferent world. Whether aiming for a professional degree 
in medicine or law. or entering graduate school to pursue 
a lMi,l), in Hnglish or chemistry a vast array of programs 
and fields beckon them. However, a substantial invest- 
ment is needed to meet the high costs of an advanced 
degree. 

The cost of graduate and professional school, after 
paying for an undergraduate degree, can be high. The 
average cost of college tuition for undergraduates in 
1994-9 5 was $4,0 30,' Including room and board, 
that cost rose to $<S,2<Sb annuall\’. By comparison, 
graduate students faced higher tuition levels — $b, 1 77 



in 1994-9 5, Professional school students also con- 
fronted substantially higher tuition costs: $12,194 
for law school, $1 4,b6b for medical school and 
$14, 39(S for dental school,- This does not iiicludc' the 
cost of living for students at the post-baccalaureate 
level, which typically runs SI (),()()() or more per year. 

The term “graduate students" refers to students pur- 
suing a master's degree or a Ph,l), “Professional stu- 
dents" are those seeking professional degrees in fields 
such as law, medicine, or dentistry Almost 2 million 
people pursue graduate and professional study annu- 
ally 

Many graduate and professional students opt to work 
on either a full- or part-time basis while pursuing an 
advanced degree to help meet educational costs, but 
numerous graduate and professional students require 
some form of financial assistance as well, (]raduate 
and professional students face different options for fi- 
nancial assistance than undergraduates, f'or example, 
while undergraduates received more than $b,2 billion 
annually in federal need-based grant aid through the 
Pell (Irant, Slate Student Incentive Clrant. and Supple- 
mental Pducational Opportunity C'lrant programs in 






Data on tuition and feei are from the Dtgest of Education Statistics, 1995, National Center for Education Statistics, U.S. Department of Education, 1995. 
Average tuition costs reflect the average costs at all institutions— public and private. 
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Percentage of Students Receiving Assistantships, 
by Degree Program, 1 993 




Source: NPSAS: 1993, Graduate and First-Professional Students Data Analysis System, National Center for 
Education Statistics, U S. Department of Education. 



1994-95.' graduate and professional students were 
not eligible for these programs. Depending on the type 
and length of the graduate program, students may 
qualify for various forms of financial aid. including re- 
search or teaching assistantships. grants and schol- 
arships. and loans. 

Historically, federal and state government support for 
graduate and professional students has gone to insti- 
tutions. as subsidies for medical schools and teaching 
hospitals for example, rather than directly to students, 
as through linandal assistance programs. After 
World War II. the federal government increased its 
sponsorship of research through financial support of 
university research endeavorsi These funds — alone 
or in conjunction with institutional monies — are used 
to fund student research and teaching assistantships 



and fellowships, particularly for doctoral students. In 
1993. 21 percent of doctoral students received an 
assistantship. compared to 6 percent of master's stu- 
dents and 4 percent of professional school students.'* 

Graduate and professional students increasingly rely 
on loans as part of their financial assistance. For 
many students, these loans are in addition to those 
taken out at the undergraduate level. In 1993. one 
third of all graduate and professional students re- 
ported having borrowed for their post-baccalaureate 
education, and 5 3 percent of graduate and profes- 
sional students had accumulated debt from their un- 
dergraduate and/or graduate education.’ The shortage of 
direct student subsidies for some programs has contrib- 
uted to the increased reliance on student loans in profes- 
sional programs in law. medicine, and other fields. Taken 



Trends in Sfudenf Aid: 1985 #o ?995, The College Board, 1995. 

Note that these data indicate the percentage of students that received this type of aid in 1993 only. NPSAS: 1993, Graduate and First-Professional 
Students Data Analysis System, National Center for Education Statistics, U.5. Department of Education. 

NPSAS: 1993, National Center for Education Statistics, U.S. Department of Education. 
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in conjunction with risinj> tuition tit till levels of postsecondtiry education, 
graduate and professional students have htid to turn to loans more fre- 
quently to cover these increases. 

Student borrowing constitutes a substantial sum annutdly and amounts 
to sizeable individual debt levels, particularly for professional students. 
The higher etirning potential of these students can offset the burden of this 
debt, but only for those students choosing tields of employment that real- 
ize higher wages. The signiiicant debt that many students incur could 
compel them to seek these higher earnings and might dissuade them from 
practicing their professions in public service capacities or in rural areas 
of the country that cannot offer high salaries. 

In order to under.stand more fully the current loan burden that grtidutite 
and professional students face, and what impact borrowing may have on 
their life after graduating. The Education Resources Institute (TERI). in 
cooperation with The Institute for Higher Education Eolicy. has prepared 
this summary report. The report's main findings are compiled from a wide 
range of sources, including surveys by professional school associa- 
tions. studies and reports from research organizations, and data systems 
maintained by the U.S. Department of Education. It is important to note 
that because the information presented in this report is drawn from so 
many different surveys and studies, extreme care should be exercised in 
comparing data across sources. Despite these lirnitations. vve believe that 
this report helps to present a more complete picture of student loan bor- 
rowing than is presented from these sources individually. 

The information presented in this report focuses on four important as- 
pects of graduate and professional student borrowing: 

how much graduate and professional students are borrowing each 
year, utilizing figures from the U.S. Department of Education to 
show the annual borrowing of graduate and professional stu- 
dents for federal fiscal years'" 1993. 1994. and 1995 through the 
Federal Family Education Loan (FFEL) and Federal Direct Student 
Loan (FDSL) programs: 



A post-baccalaureate student pursuing a 
degree in the health professions can 
borrow through an array of federal 
programs. Students demonstrating 
financial need can qualify for Health 
Professions Student Loans (HPSL) as 
well as Loans for Disadvantaged 
Students (LOS), both of which offer 
low-interest loans to low-income 
students, if these programs do not meet 
the student's needs, he/she might opt for 
a Health Education Assistance Loan 
(HEAL) which does not require students 
to demonstrate financial need and 
charges a higher interest rate than 
Stafford, HPSL, and LDS loans.^ 

Graduate and professional students 
also can borrow through private loan 
organizations. Medical students, for 
example, can utilize the MedLoans 
program. Graduate, law, business, 
medical, and dental students can take 
out federal and private loans from 
private lenders such as The Access 
Group®, a financial services group, ^ The 
federal loans made through this 
organization carry the same stipulations 
as other federal loans, but the private 
loans do not offer interest subsidies and 
usually have higher interest rates than 
federal loans. 



with federal subsidized Stafford loans, the government pays the student's interest while he/she is 
enrolled and during any periods of deferment. Unsubsidized Stafford loans hold students respon- 
sible for the interest on the loans while they are in school and during periods of deferment. 

The Access Group® includes loans made through Law Access^ Business Access^ Graduate 
Access®, Medical Access®, and Dental Access ^ 

Federal fiscal years are measured from October 1 through September 30. 
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Percentage Change in Borrowing, Tuition, and Personal Income, 
1993-1995 



r 

j 



Graduate and Professional ' 
Student Borrowing j 


1 


Graduate School Tuition i 


) 3 %| 


Medical School Tuition 


11 %1 


Dental School Tuition 


1 . 3 % 1 


Law School Tuition 


17 % 1 


Disposable Personal Income 


9 %| 




Sources: Office of the Undersecrefory, Budget Service, U.S. Deportment of Educotion; Digest of Educotion Sto- 
tistics, 1995, Notionol Center for Educotion Stotisfics, U.S. Deportment of Educotion, J 995; Bureou of Economic 
Anotysis, U.S. Deportment of Commerce, 1996. 



who borrows to participate in post-baccalaureate education, based 
on data from the National Postsecondary Student Aid Study (NP- 
SAS). which contains a nationally representative sample of ap- 
proximately 14.000 graduate and professional students enrolled 
during the 1992-93 academic year: 

how much debt graduate and professional school students are accu- 
mulating, using the National Research Council's Survey of Earned 
Doctorates, surveys of dental and medical school graduates, and 
data on law school graduates gathered from a private loan organi- 
zation: and 

what impact graduate and professional school borrowing has on 
these students' lives after graduation, by combining cumulative 
borrowing information with data on repayment schedules and av- 
erage salaries. 

The combination of these data illustrate the price that students must pay in 
order to obtain a graduate or professional degree and the burden of debt 
that they may carry into their careers.'’ 



Further information on student loan programs and repayment schedules is offered in the Appen- 
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Annual Loan Volume 



n 1995. 1 million graduate ami professional 
students borrowed $7.7 billion through the primary 
federal student loan programs, the FFEL and FDSL 
programs — which include subsidized Stafford loans, 
unsubsidized Stafford loans. Supplemental Loans for 
Students (SLSl. and Parent Loans for I'ndergraduate 
Students (PLUS)." Graduate and professional students 
accounted for 19 percent of all (undergraduate and 
graduate/professional) student borrowers while the 
cimount that they borrowed comprised 2S percent of 
the $27 billion in total student loans issued in 1995. 
By comparison, graduate and professional students 
accounted for less than 14 percent of the total 
enrollment in American higher education. 

Gradiuite and professional student borrowing has in- 
crccised significantly in recent years tind at a faster rate 
than student borrowing overall. In the last two years 
cilone. the amount borrowed by graduate and profes- 
sional students has grown by 74 percent. In 199 5. 



loans issued to these students totaled S4.4 billion. This 
figure jumped by 42 percent in 1994 to $(5.5 billion. 
From 1994 to 1995. graduate and professional 
student borrowing rose another 22 percent to its 
current level of $7.7 billion. In comparison, total stu- 
dent borrowing jumped by 54 percent during these 
two years, from $17.6 billion in 199 5 to $27.1 billion 
in 1995." 

Much of the increase in the dollar timount borrowed in 
the past two years stems from an inllux of graduate and 
professional borrowers into the FFEL and FDSL pro- 
grams. From 199 5 to 1994. the number of borrowers 
rose by 57 percent, from 62().()0() to 847.000. The 
next year, another 155.000 students took out loans, 
bringing the number of graduate and professional bor- 
rowers to more than 1 million in 1995. Most of this 
growth occurred in the newly created unsubsidized 
Stafford program, where the number of borrowers 
jumped from 50.000 in 199 5 to 401.000 in 1995. 



This chapter describes borrowing on on annual basis, while the borrowing shown in the other chapters o( the report reflects trends in cumulative 
borrowing by graduate and professional students, i.e. the amount that they had borrowed up to that point in graduate or professional school for college 
ond/or post baccalaureate study. 

OHice of the Undersecretary, Budget Service, U S Department of Education. 

' Digest of Educotion Stotistics, ? 995, National Center for Education Statistics, U.S. Department of Education, 1995. 

For a more detailed examination of overall borrowing trends, see College Debt ond the American Family, The Education Resources Institute and The 
Institute for Higher Education Policy, 1995. The 1995 data provided in College Debt ond the American Fomily Indicote lower total loan volume than 
the figures presented here. The College Debt and the American Family figures were based on earlier estimates than the data provided in this report. 
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change in Federal Loan Volume, 1993-1995 

Federal Family Education Loan Program and Federal Direct Student Loan Program 
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Growth in FFEL and FDSL Loan Volume, 
1993-1995 



0 0/0 



11 % 



Undergraduate 



% Change 1993-1994 
% Chonge 1994-1995 



42 % 



35 % 



Graduate 



14 % 



Total 



Annual Volume in Billions 


1993 


1994 


1995 


Undergraduate 


$13.1 


$17.4 


$19.4 


Graduate 


$4.4 


$6.3 


$7.7 


Total 


$17.6 


$23.7 


$27.1 



While the total number of graduate and professional 
student borrowers grew by 62 percent in two years, 
the average loan rose by only 7 percent, from 
$7.16? in 1993 to $7,697 in 1995. '■* The change in 
average loan size varied significantly between the sub- 
sidized and unsubsidized Stafford programs. From 
199? to 1994. the average loan in the unsubsidized 
Stafford program almost doubled, increasing from 
$4, ??? to $8.? 30. but dropped slightly in the subsi- 
dized Stafford program. In 1995. however, the average 
subsidized Stafford loan rose for graduate and profes- 
sional students but fell to $7,818 in the unsubsidized 
program. 

Programmatic changes in the student loan programs 
played a role in the overall increase in borrowing 
since 199 3. 'fhe 1992 Reauthorization of the Higher 
liducalion Act created the unsubsidized Stafford loan 



program and raised individual loan limits in each of the 
FFEL and FDSL programs. The influx of graduate and 
professional student borrowers into the FFEL and 
FDSL programs indicates that these students have 
taken advantage of the new unsubsidized Stafford pro- 
gram, The increase in loan limits, however, has not 
significantly raised the av^Tage loan size for graduate/ 
professional borrowers. Undergraduate borrowers, 
on the other hand, have seen their average loan grow 
by 17 percent, from $3,821 in 199 3 to $4,475 in 
1995. They also have utilized the unsubsidized 
Stafford program, with the number of borrowers in- 
creasing from 264. ()()() in 199 3 to 1.188. ()()() in 
1995. The growth in the number of borrowers — 
both undergraduate and graduaie/professional — in 
the IT^-L and FDSL programs suggests that more and 
more students require financial assistance for their 
education and that tissistance takes the form ofloiin.s. 



Average loan ii calculated by dividing the total amount borrowed by the number of borrowers. 
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Iixamining borrowing on an annual basis presents only a snapshot of the 
overall pattern. Caven that students can take out both a subsidized Stafford 
loan and an unsubsidized Stafford loan in one year — and since many bor- 
rowers take out loans over the course of several years — a more com- 
plete picture of graduate and professional student loan debt is needed. 
Data on the characteristics of those who borrow, and the cumulative 
amounts that they take out. add further definition and clarity to this pic- 
ture. 
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Graduate and Professional Student Borrowers by Income 



Below $10,000 
20 % 



S10,000-$19,999 

16 % 



$20,000-529,999 

15 % 




$30,000-$39,999 

14 % 



Graduate and Professional Student Borrowers by Age 
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Who Borrows? 



tudcnts from every graduale and profes- 
sional field encounter borrowing as a reality in fi- 
nancing their education. Who are these students.' 
What percentage of each income level and age group 
do they represent.^ Are they concentrated more in 
one institutional sector than another.' Data from the 
U.S. Department of Education indicate that the number 
of graduate and professional students who borrow 
each year is growing. Understanding the demographic 
characteristics of these students is crucial in order to 
comprehend the future impact of their borrowing.'’ 

Borrowers os of 1 993 

01 all graduale and professional students, roughly 5 ? 
percent borrow for their postsecondary education, 
While virtually every income level is represented in 
the group using loans, a significant percentage of 
these student borrowers have low income levels. I'or 
example: 



36 percent of borrowers have annual in- 
comes below $20. ()()(). 

1 5 percent of borrowers have incomes of 
$6().()()() or higher. 

The other characteristics of graduate and professional 
student borrowers largely rellect that of the graduate 
and professional student population as a whole. 

Of graduate and professional student borrow- 
ers. 82 percent are white, while 7 percent are 
black. non-Hispanic. 6 percent are Asian/Pa- 
cific Islander, and 5 percent are Hispanic. 

Borrowers represent all age groups, with 
slightly more than half — 51 percent — falling 
between the ages of 2 5 and 34. About 2 3 
percent of the students using loans are ages 
35-44. and 18 percent are 18-24 years old. 



Borrowers are defined as graduate and professional students who use loans to finance their baccalaureate and/or post*baccalau reate education. 
Unless otherwise indicated, data in this chapter are derived from the NPSAS; 1993 Data Analysis System. NPSAS is conducted every three years by the 
National Center for Education Statistics, U.S. Department of Education. The data used in this report stem from the Graduate and First*Professional part 
of the survey, which uses information from approximately 14,000 student records from the 1993 academic year. 

Data for this chapter reveal characteristics of borrowers for the 1993 academic year, the most recent year for which such information is available. As 
demonstrated in the previous chapter, significant growth in student borrowing has occurred since 1993; the impact of these changes on individual 
cumulative debt levels will bn raptuied in the NPSAS 1996 Survey. Thus, NPSAS analyses are utilized here to show borrower characteristics, which are 
unlikely to change dramatically on an annual basis. 
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Percentage of Students Who Borrow 
by Income Level 



Borrowed 
Did Not Borrow 
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77% 58% 


57% 


50% 


48% 


42% 


41% 
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Le»» than $10,000 $20,000-29,999 $40,000-49,999 $60,000 or More 

$10,000-19,999 $30,000-39,999 $50,000-59,900 



Income Level 



Borrowers are nearly split between public 
and private institutions: 57 percent attend 
public institutions and 43 percent attend pri- 
vate institutions. 

About 57 percent of borrowers are enrolled 
on a part-time basis, while 4 3 percent attend 
full-time. 

Borrowing by Degree Program 

A substantial portion of graduate and professional 
students use loans to finance their education, yet the 
percentage of students w'ho borrow varies by de- 
gree program. A larger proportion of professional’ 
students borrow' than master's and doctoral stu- 
dents. 

75 percent of professional students borrow 
for their education, in comparison to slightly 



more than half of master's students— 52 per- 
cent — and doctoral students — 54 percent. 

The higher tuition levels at professional schools might 
contribute to a higher incidence of borrowing among 
professional students. In 199 3, annual tuition levels 
at professional schools, including law, medical, and 
dental schools, averaged about twice as high as those 
for graduate programs.'' Perhaps more significant 
than the tuition charged, however, is the type of finan- 
cial aid available to master's and doctoral students 
versus professional students. Institutional aid, in the 
form of assistantships and fellowships, most likely 
contributes to the reduced need for loans among 
graduate students and results in smaller proportions 
of these students borrowing, compared to profes- 
sional school students. 

Program length is another factor that should be con- 
sidered. While time-to-degree varies widely depending 



Digesf of Educafion Sfafistfcs, 1995, National Center for Education Stati$tic$, U.S. Department of Education, 1995. 
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Percentage of Students Who Borrow Borrowed 

by Institutional Control Did Not Borrow 

A 
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/ 




Public Private 

Institutional Level 

on the field of study and the degree program, the slight 
difference in borrowing patterns between masters and 
doctoral students could relate to the shorter 
program length of master*s programs. 

Borrowing by Income Level 

With 5 3 percent ol' graduate and professional 
students borrowing for their education, the use of 
loans is not restricted to one income group, but 
spans a broad spectrum. Students at the lowest end of 
the income scale, however, borrow in the highest 
percentages. A significant percentage of students with 
higher income levels borrow as well. 

Of graduate'and professional students with an- 
nual incomes below $1 ().()()(). 77 percent 
borrow for their education. I’ifty-cighl per- 
cent of those in the $1().()()()-$1 9.9'-)^ range 




use loans, compared to 57 percent of those 
in the $2().()()0-$29.999 range. 

Approximately 42 percent of graduate and 
professional students earning $50,000- 
$59,999 use loans for their education, 
compared to 41 percent of students earning 
over $60,000 annually.''' 

Borrowers by Institutional Control 

Similar percentages of graduate and professional stu- 
dents at public and private institutions use loans to 
finance their education. 

Approximately 51 percent of students at 
public institutions and 56 percent of students 
at private institutions accumulate debt. 



Income levels shown here are measured for the students as graduate or professional students and do not reveal their income levels as undergraduates. 
The percentage of students who borrow, however, refers to borrowing from the undergraduate and/or graduate and professional level. 
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Percentage of Students Who Borrow 
by Attendance Status 



Borrowed 
Did Not Borrow 




Full-time 



Part-time 



Attendance Status 



The fact that similar percentages of students from 
both public and private institutions use loans might 
indicate that the financial aid available to graduate and 
professional students at both types of institutions is 
comparable. Simultaneously; this information seems 
to indicate that the higher sticker price of private insti- 
tutions does not necessarily translate into signifi- 
cantly higher percentages of students borrowing at 
private schools. 

Borrowers by Attendance Status 

A significant number of graduate and professional stu- 
dents borrow for their education, regardless of atten- 
dance status. 

More than half — h? percent — of all full-time 
students use loans for their education while 
47 percent of part-time students borrow. 

Since attending graduate or professional school on a 
full-time basis costs more per year than attending 



school part-time, a larger percentage of full-time stu- 
dents might borrow to meet the higher price. In addi- 
tion. for full-time students who are employed while 
attending school, their income is probably lower than 
that of part-time students who. under most circum- 
stances. could work more hours. 

Borrowers by Age 

while significant proportions of graduate and profes- 
sional students of all ages use loans for their postsec- 
ondary education, younger students borrow at 
higher rates than older students. Significant percent- 
ages of students 35 and older take out loans as well. 

57 percent of 18-24-year-olds and 60 per- 
cent of 2 :-34-year-olds accumulate debt for 
their education. 

48 percent of students ages 35-44 borrow, 
compared to 3 3 percent of students ages 45 
and older. 
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Percentage of Students Who Borrow 
by Race/Ethnicity 



Borrowed 
Did Not Borrow 
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1 




37 % 


62 % 


60 % 


54 % 


43 % 
















Asian/Pacific Islander Hispanic Native American 

Black, non-Hispanic White, non-Hispanic 

Race/Ethnicity 



The significantly smaller proportion of students who 
borrow in the highest age group. 45 years and older, 
indicates the higher income that these students are 
.likely to earn and thus the lessened need for borrow- 
ing for their education. Conversely, the substantial 
percentage of students within the 18-24 and 2 5-34 
age groups who rely on loans rellects the lower aver- 
age incomes of these groups and thus the greater 
need to borrow. About 60 percent of graduate and 
professional students ages 1 8-24 and 39 percent of 
those ages 25-34 have annual incomes below 
$2().()(K). In contrast, only 16 percent of those ages 
35-44 and 1 1 percent of those ages 45 and older 
have annual incomes below $20,000. 

Younger students are also more likely to attend 
gniducite cind prufessiorud school on a full-time basis: 
64 percent of students under the age of 25 attend full- 
time. compared to 22 percent of students 5 5-14 
years old and 17 percent of students 45 yetirs and 
older. 1'hese lactors— having a low income, attending 
full-time, tmd being under the age of 3 5— taken aliuie or 



in combination contribute to higher rates of borrow- 
ing. 

Borrowers by Race/Ethnicity 

Borrowing rates are highest among black and His- 
panic graduate and professional students. 

Approximately 62 percent of black. non-His- 
panic graduate and professional students and 
60 percent of Hispanic students use loans for 
their undergraduate and/or post-baccalaure- 
ate education. 

By comparison. 54 percent of white. non- 
Hispanic students borrow for their educa- 
tion. and 4 5 percent of Native American 
graduate and professional students borrow. 

Smaller percentages of Asian/Pacihe Island- 
ers — 57 percent — use loans for their educa- 
tion than any other racial/ethnic group. 
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Cumulative Borrowing 



he NPSAS survey provides imporlanl inlbr- 
malion about the proportion of students using loans 
to finance their education and their demographic and 
educational characteristics. .Additionally, several 
other surveys compile information from participants 
during their final year of study about the amount of 
debt that they have accumulated over the course of 
their education. This information presents the most 
recent data available on the cumulative debt of doc- 
toral. law. medical, and dental students. ‘‘‘ Reliable data 
on the cumulative debts of master's students are not 
available from national data sources. 

Doctoral Recipients 

The National Research Council's (NRC) Survey of 
Earned Doctorates gathers information from doctoral 
recipients during their final year of study on a range of 
issues, including the sources of support for their edu- 
cation.-" 

The 1994 Survey shows that 47 percent of 
doctoral recipients accumulated debt from 



their undergraduate and/or graduate educa- 
tion by the time they received their degrees.-' 

This proportion \-aried by field of study, from 
62 percent of doctoral recipients in the so- 
cial sciences to 38 percent of those in engi- 
neering. 

As with the percentage of borrowers, the amount 
borrowed varied by field of study. Almost a quarter 
of the 1994 doctoral recipients in the social sci- 
ences — 2 3 percent — used more than $20. 000 in 
loans. This figure contrasts with 1 3 percent of all 
doctoral recipients and 10 percent of those in engi- 
neering-- having debt above $20,000. 

However, these data likely underestimate the current 
cumulative debt levels for Ph.D. recipients. The NRC 
survey asks doctoral recipients how much they owe 
in student loans at the time of graduation. Students 
who did not progress immediately from the under- 
graduate level to graduate school have most likely re- 
paid some portion of their undergraduate debt in the 



The infarmatian an graduate and professional student borrowing in this chapter stems from several seporote and distinct sources, each of which is footnoted. 
These sources used their own data collection foi mats and mechanisms and ore designed to offer information solely about each individual group. 

With a 95 percent response rote, percentages os stipulated in the discussion of NRC's survey refer to the entire population of doctoral recipients in 1 994. 
Summary Report 1994 - Doctorate Recipients from United States Universities, Simmons and Thurgood, f 995. 

The survey asks how much each graduate will owe from expenses related to their graduate and undergraduate education. 

Note that this figure, 10 percent, is a percentage of the total doctoral recipients in engineering. 
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interim, thus potentially lowering the cumulative debt timount that they 
report in the survey. Cumulative debt levels I'or students who take a longer 
time to complete their Ph.D.s also are more probable to be under-re- 
ported since, by the time they graduate, these students may hat’e entered 
and/or subsequently deferred repayment at least once, if not several 
times. In addition, the cumulative debt levels for doctoral students as pre- 
sented in this report rely on 1.99 3 data, the m,ost recent year available: 
this is less up-to-date than the 1995 data on professional students cited 
elsewhere in this report. 

Fifty-two percent of doctoral recipients indicated that their primary 
source of suppor t during graduate school fell under the category of "uni- 
versity." which included institutionally- and federally-funded research as- 
sistantships. Thirty-six percent cited "personal” sources — including 
loans and their own earnings — as their primary form of support, however. 
These figures indicate that despite the .significant role that university- and 
federally-funded assistantships play in supporting doctoral education, a 
substantial proportion of students still must borrow in order to pay for 
their education. 



Professional School Students 

The cumulative borrowing levels of law students were substantially 
higher than those for doctoral students. 

Data provided by The Access Group'" on law school graduates 
show median cumulative borrowing levels of $40. 300 in 1995.-* 

This figure does not include any undergraduate loans of law students and 
thus significantly underestimates the actual cumulative debt that these stu- 
dents might face upon graduation. 

The 1995 borrowing level for law school graduates results from two 
years of significant increases in cumulative debt amounts. In 1993. me- 
dian cumulative borrowing was $30,300 for law school graduates 
through the Law Access* program, and increased the following year by ^ 
19 percent to $36,200. Thus, in only two years, the median debt level for 



Data on law student borrowing were provided by The Access Group' and iticlude public (federal 
rjnd other) and private loans, but reflect only loans made through this organization. No informa- 
tion on the percentage of law students that borrow or on the percentage of borrowers that use 
these loans was available, but The Access Group^estimates that the majority of law students who 
borrow use their organization. 
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Percentage of Ph.D. Recipients with Cumulative Debt, 
by Field of Study^ 1 994 






Physical Sciences 


42% 1 


Engineering 


38% 1 


j Life Sciences 


48% 1 


j^ocial Sciences 


62 % 1 


! Humanities 

1 . , 


56% 1 


Education 

1 - 


40% 1 


Other 


50% 1 


Total 




47% 1 



Source: Summary Reporf 1994: Docforafe Reciptents from Unifed States Uruver- 
sifies, Simmons and Thurgood,1995. 



Average Cumulative Debt, by Program 
and Control of Institution, 1995 




Source: Medico/ School Graduation Questionnaire, Association of American Medical 
Colleges, 1995, and Surve)f' of Dental Seniors, American Association of Dental Schools, 
1996. 
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Increase in Median Cumulative Borrowing Among Low School Graduates, 
1993-1995 





$ 36,200 


$ 40,300 






$ 30,300 



















1993 



1994 



1995 



Note: Numbers represent borrowing occumuloted (rom low school only and include public (federal and other) 
and private loons, but reflect only those mode through The Access Group' . 

Source: The Access Group'. 



law school graduates grew by 5 3 percent from 
$30. 300 to $40,300. This jump might relate to the 
increase in the cost of tuition fit law schools during 
this time: from 1992-9 3 to 1994-95. the average tu- 
ition at law schools increased 1 7 percent.-* 

Borrowing is even more commonplace for students 
graduating from medical school than for law or doc- 
toral students. 

According to a survey conducted by the As- 
sociation of American .Medical Colleges 
(AAMC). 81 percent of medical school 
graduates in 1995 acquired some debt over 
the course of their education.-’ 

72 percent of medical school grfiduates had 
more than $2 5. ()()() in debt by their gradua- 
tion. and 3 5 percent of all 1995 medical 



school graduates accumulated more than 
$75,000 in debt by their final year. 

The average educational debt for medical stu- 
dents grew steadily over the last few years, 
from $55,859 in 1992 to $64,059 in 
1995 — a 1 5 percent jump in three years. 

The survey indicates that the rate of borrowing does 
not vary by control of institution, with 81 percent of 
private medical school students and 82 percent of 
students at public institutions having some debt by 
graduation. However, students at private medical 
schools borrowed substantially more, on fwerage. 
graduating with $84,446 in debt compared to 
$58,276 in debt for those at public institutions. A 
smfiller. yet still substfintial. portion of students at pub- 
lic medical schools graduated with more than 
$7 5. ()()() in debt: 24 percent of students at public 



Digest of Education Statistics, 1995, Notional Center for Education Statistics, U.S. Deportment of Education, 1995. 

Medical School Graduation Questionnaire, Association of American Medical Colleges, Section for Educational Research, 1995. 



34 



tti/i 



Percentage of Seniors in Dental Schools Graduating with 
More than $50,000 in Loan Debt, 1985, 1990, and 1995 
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59 % 



36 % 



25 % 






1 / 

1985 1990 

Source: Survey of Dental Seniors, American Association of Dental Schools, 1 996. 



medical schools graduated with more than S7 5. ()()() 
in debt, compared to 47 percent of students at private 
medical schools. These students most likely bor- 
rowed more because of the higher price of attending a 
private medical school. 

Regardless of the institutional control of their school, 
medical students across the spectrum have increased 
their cumulative borrowing significantly in the last 10 
years. In 1S^85. only i percent of medical school stu- 
dents graduated with more than $75. ()()() in debt. 
Right percent of the students at private medical 
schools had amassed this amount, compared to less 
than 1 percent of those attending public medical 
schools. Interestingly, in 1985. a slightly larger per- 
centage of medical school attendees borrowed — 87 
percent, compared with 81 percent in 1995. 



/ 

1995 



Borrowing is the most prevalent among students in 
dental school. Like medical students, dental students 
accumulate significantly larger debt levels than doc- 
toral recipients, and that amount has increased 
steadily. 

A survey of dental school seniors by the 
American Association of Dental Schools 
shows that 94 percent of dental students used 
loans to finance their dental education in 
1995.“*’ 

Although 48 percent received some type of 
scholarship or grant, virtually all students in 
dental school borrowed funds to pay for their 
education. 

In 1992. dental school seniors graduated 
owing an average of $55,550 in loans. By 



Survey of Oenfa/ Seniors; American Association of Dental Schools, 1996. 



,/6’ - m/o 



1995. this figure had grown to $67.772— a 22 percent increase. 
That same year. 59 percent of dental school seniors graduated 
with more than $50. ()()() in loans. 

Average cumulative borrowing varied by control of institution for dental 
students as well. Dental students at “state-related" private institutions and 
"other private" institutions graduated with $80,839 and $99,456 in 
loans, respectively, in 1995. In comparison, students at public dental 
schools graduated with $52,817 in debt.-' 



Law. medical, and dental school students rely more heavily on loans than 
doctoral recipients for a number of reasons. The lack of other sources of 
financial aid for professional students, such as institutional and federal 
fellowships and assistantships. affects their borrowing patterns. The 
structure of financial assistance for medical and dental students does not 
include the opportunity to acquire additional income from a teaching as- 
sistant position — something a large number of graduate students can utir 
lize. Instead, the primary subsidies that medical students receive come 
through funding for teaching hospitals, not in the form of assistantships 
for residents. Without other options for financial assistance, professional 
students are forced to borrow to pay for their education. 



^ Public dental schaoli are supported by state revenues. "State-related" institutions are private 
institutians that receive a portion of their funds from the stat#/ and "ather private institutians 
receive no state support. American Association of Dental Schools. 
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The Impact of Cumulative Borrowing 



s this report details, using loans to fi- 
nance postsecondary education — either under- 
graduate or graduate and professional — is common 
tor students today. The data sliow that multiple years 
of borrowing lead to increasing levels of cumulative 
debt tor all borrowers, particularly for professional 
students. However, measuring the significance of 
these debt levels for individuals is more complex than 
determining the amount that they borrowed. To as- 
sess the impact of education debt, average monthly 
payments have been calculated and compared. with 
the starting salaries of graduates in their field. Al- 
though other factors influence how' students manage 
their debt, these comparisons offer a sense of what 
impact borrowing can have for graduate and profes- 
sional students in different fields of study. 

The calculation of monthly repayment amounts for 
graduate and professional students is complicated 
by the variety of loan programs through which stu- 
dents borrow as well as the number of different re- 
payment schedules available. The variety of programs 
and loan terms require that several assumptions be 



made before an illustration of repayment amounts 
can be completed. For purposes of this analysis, an 
interest rate of 8 percent is used. This rate repre- 
sents a compromise between the variability in federal 
loan programs (which currently pulls them below 8 
percent) and the slightly higher rate charged by pri- 
vate lenders.-*^ The second assumption concerns 
repayment schedules. In this analysis, the schedule 
for a standard 1 0-year repayment plan is assumed. 
Other repayment options have been established, in- 
cluding extended repayment schedules and income- 
contingent plans, but the vast majority of borroivers 
still use a 10-year schedule. 

To understand the relationship between the amount 
borrowed and monthly payments, average monthly 
payments have been calculated for sample loan 
amounts. Students borrowing $10,000 for their 
education would face monthly payments of $121 
upon graduation. Borrowing $30,000 would result 
in monthly payments of $304, while taking out 
$75,000 in loans would require monthly payments 
of $910. 



The lact of comprehensive data on cumulative debt levels and salaries stipulate that the calculations performed in this chapter involve data from 
a numf ar of separate sources. Several assumptions have been made (and footnoted] in bringing these numbers together in order to provide a more 
complete portrayal of the impact of graduate and professional borrowing. 

For example, while federal Stafford loons hove a variable interest rote that is capped at 8.25 percent, private loons for low students mode through The 
Access Group’ use a variable interest rate based on the 91<Jay Treasury Bill rate plus 3.25 percent. 




0 



V* 



- mf ni/t- 



Examples of Monthly Student Loan Payments for Student Borrowers 


Total Amount Borrowed: 


Average Monthly Payment: 


$ 5,000 


$61 


$ 10,000 


$121 


$ 15,000 


$182 


$ 20,000 


$243 


$ 30,000 


$364 


$ 50,000 


$607 


$ 75,000 


$910 



$ 100,000 $ 1,213 



Not®: Calculations assumo a standard 10*yoar repayment schedule and an 8 percent 
interest rate. 



Monthly Student Loan Payments for Doctoral Recipients, 1993 



Field of Study 


Cumulative 
Debt Level 


Average 
Monthly Payment 


Physical Sciences 


$8,500 


$103 


Engineering 


$9,300 


$113 


Life Sciences 


$9,800 


$119 


Social Sciences 


$1 4,500 


$176 


Humanities 


$1 0,000 


$121 


Education 


$1 0, 100 


$123 


Other 


$12,000 


$ 146 


Total 


$1 0,500 


$127 



Nate; Calculations assume a standard lO year repayment schedule and an 8 percent 
interest rote. Median debt levels were available for Ph.D. recipients, rather than aver* 
age debt levels. As a result, a normal distribution is assumed for Ph.D. recipients. 
Source: Summary Repart 1993' Doctorate Rectpfonts from United States Universitres, 
Thurgood and Clarke, 1995 
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To show monthly payments in a more practical scenario, cumulative debt 
information from the previous chapter has been used to calculate the 
average monthly repayment timounts for graduate tind professional stu- 
dents. I’hese calculations indicate that doctoral recipients, in general, tip- 
pear to have modest monthly repayment timounts. I'or example, Ph.D.s in 
engineering, with a cumulative debt of $9, 5()(), would have a monthly ptiy- 
ment ot $11 ?. while doctorates in the social sciences, with a cumulative 
debt of $14,500. would have a monthly payment of $17(5. 1-or profes- 
sional students, the average monthly payments are dramatically higher. A 
medictil school graduate with tin educational debt of $64,059 would face 
ti monthly ptiyment of $777. while ti denttd school graduate, with ti cumu- 
lative debt of $67,772. would ha\e a monthly payment of $822. Law stu- 
dents with ti debt level of $40. 500 would face a monthly payment of $489 
as they begin their careers. 

Comparison of Payments to 
Starting Salaries 

To tissess the impact of monthly loan payments on grtiduate and professional 
students, monthly payments are compared with income levels in the fields in 
which students received their degrees. .Vlost available information on income 
by degree attainment and field of study isolTered in salary information. Sala- 
ries are typically measured in terms of average salary for a field, rather than 
by the starting salary that graduates earn when they first begin to repay their 
student loans. Where starting salary information was available, it has been 
compared with repayment data. 

The starting salaries for doctoral recipients show that their monthly loan 
payments comprise a modest percentage of their gross monthly income. 
2-5 percent. This suggests that debt resulting from students loans prob- 
ably does not represent a substantial burden for many doctoral recipi- 
ents. 



However, other surveys present a more complex picture. Among doc- 
toral recipients in the sciences, for example, starting salaries ranging from 



On average, a 2 percent increase in the interest rate translates to about a 10 percent increase 
In the monthly payment. 

Data have not been adjusted for inflation. 

One caveat about these data, however, concerns the lack of accurate information on starting 
salaries Much of the data on starting salaries are collected from institutional placement offices 
that report salary offers made to graduates within a few months of graduation. Since the top 
graduates are most likely to obtain the highest paying employment offers in the shortest amount 
of time, these figures could be biased toward those with higher salaries. 




Depending on the loan program utilized, 
si jdents might receive subsidies that pay 
the interest on their loans while they are 
in school and even after school— as is the 
case for medical school graduates 
during a residency program. Some 
federal loans, such as Stafford loans, 
offer variable interest rates that cannot 
exceed 8.25 percent, while other federal 
programs, such as Health Education 
Assistance Loans (HEAL), limit interest 
rates to the 9 1 -day Treasury bill, plus 3 
percent. Private loan programs do not 
offer interest subsidies and usually— but 
not always— use slightly higher interest 
rates than federal loans.^'^ 

In addition to variations in interest rates 
and interest subsidies, students begin 
repayment at different times depending 
on the loan program. Most federal loan 
programs allow students a six-month 
"grace period" after graduation before 
they must begin repaying their loans. For 
students borrowing through the federal 
subsidized Stafford loan program, 
interest begins to accrue six months after 
graduation. For those with loans through 
the unsubsidized Stafford program, 
interest accrues as soon as the loan is 
issued, but repayment still begins six 
months after graduation. Most private 
loan programs do not offer a grace 
period and require repayment to begin 
immediately upon graduation. 
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Monthly Student Loan Payments for Graduates of Professional Schools* 
1995 



Cumulative Average 

Medical Schools: 1995 Debt Level Monthly Payment 
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Comparison of Monthly Student Loan 



Payments to Monthly Earnings 



Doctoral Recipients Monthly 

Loan Payment 

Mathematics $ 1 03 

Computer Science $ 1 03 

Physics/Astronomy $ 1 03 

Chemistry $ 1 03 

Engineering $113 

Life Sciences $ 1 1 9 

Social Sciences $ 1 76 

Humanities $121 

Education $123 

Other $ 1 46 



Slarting 


Monlhly 


Loan Payment as a 


Salary 


Salary 


% of Monthly Salai 


$39,500 


$3,292 


3% 


$56,513 


$4,709 


2% 


$50,600 


$4,216 


2% 


$50,933 


$4,244 


2% 


$55,200 


$4,600 


2% 


$41,600 


$3,467 


3% 


$42,600 


$3,550 


5% 


$32,800 


$2,733 


4% 


N/A 


N/A 


N/A 


N/A 


N/A 


N/A 



Note: Calculations assume o standard 10-yoar repayment schedule and an 8 percent interest rate. Mathematics, computer science, and physics/astronomy are all classified 
under physical sciences. Starting salary information represents gross income and was obtained from the following sources: for humanities Ph.D. recipients: Survey of Hu- 
manities Doctorates, National Research Council; for physical sciences Ph.D. recipients: Notional Association of Colleges and Employers; and for engineering, life sciences, 
ond sociol sciences Ph.D. recipients; SRS 1991 Survey of Doctorate Recipients, National Science Foundation. 



$2().()()0-$2 5. ()()() for the growinjj number of Ph.D. 
recipients who take positions as “post-docs" — 
postdoctoral research positions — have been re- 
ported." With starting salaries at this level, the loan 
payments of graduates in the physical sciences would 
increase from 2-3 percent to 5-f> percent of their 
monthly income. For Ph.D.s in the life sciences, if their 
income was $2().0()()-$2 5,000. loan payments 
would comprise 6-7 percent of their monthly income. 

For graduates of professional schools, the most ex- 
tensive information of this type was available for attor- 
neys. " Overall, entry-level attorneys in the public 
sector face high monthly payments. Loan repayments 
for lawyers working as public defenders and in public 
interest law comprise as high as 25 percent of their 
income. Hven the highest paid attorneys in the field of 
legal services pay 19 percent of their income on loan 
repayment, while those earning near the bottom of the 
scale in legal services face payments of 27 percent of 
their salary. Monthly payments for entry-level govern- 



ment attorneys are as high as 20 percent of monthly 
income. 

/\ttorneys in the private sector fare better in terms of 
entry-level salaries, but still confront significant 
monthly debt payments. First-year associates in small 
law firms must commit 8-1 5 percent of their salary to 
loan repayment. Debt payments for associates in 
large law' firms — despite their high salaries — comprise 
7-12 percent of monthly income. 

Obtaining data on entry-level salaries for medical and 
dental school graduates u'as more difficult. Mean 
salaries for physicians age 35 and under are available; 
although these figures do not represent starting sala- 
ries for physicians, they offer a reference point for 
comparison with monthly loan payments. Neverthe- 
less. this comparison indicates that family practice 
physicians and pediatricians face the greatest hardship 
from their education debt, with monthly payments 
comprising 8 and 9 percent of their monthly in- 



Scienc itober, 1992. 

Salary information was iistod in income ranges, and salaries were varied by regional characteristics. 









Comparison of Monthly Student Loan Payments to Monthly Earnings, 1995 



Type of Attorney 


Monthly 
Loan Payment 


Public Defender 


Low Range 


$489 


High Range 


$489 


Public Interest 


Low Range 


$489 


High Range 


$489 


Legal Services 


Low Range 


$489 


High Range 


$489 


Government 


Low Range 


$489 


High Range 


$489 


Small Firm Associate 


Low Range 


$489 


High Range 


$489 


Large Firm Associate 


Low Range 


$489 


High Range 


$489 



$tarting 


Monthly 


Loan Payment as a 


$alary 


$alary 


% of Monthly Solar) 


$23,856 


$1,988 


25% 


$45,000 


$3,750 


13% 


$25,000 


$2,083 


23% 


$60,000 


$5,000 


10% 


$21,685 


$1,807 


27% 


$30,900 


$2,575 


19% 


$29,898 


$2,492 


20% 


$43,400 


$3,617 


14% 


$38,254 


$3,188 


15% 


$72,803 


$6,067 


8% 


$50,000 


$4,167 


1 2% 


$87,000 


$7,250 


7% 



Nat6’. Catculatians assume a standard 10*year repayment schedule and an 8 percent interest rate. Starting salary infarmatian was abtained fram The Nafianal Taw Jaur* 
na/. The New Yarlc Law Publishing Campany, 1 995. 



come.'’ Physicians in the other specialties confront 
lower payments — as a percentage of their income — 
according to these data. 

For physicians who practice in community health 
centers — public health clinics — the burden of debt is 
even heavier. Salary data for physicians in the areas of 
family practice, pediatrics, and internal medicine in 
these clinics reveal that these physicians face monthly 
payments equal to 1 2 percent of their income. Start- 
ing salaries for physicians in family practice and inter- 
nal medicine in public clinics are estimated at 
$6().()()()-$7().()()(). translating to monthly loan pay- 
ments falling in the 13-15 percent ninge. 

Using .salary informiilion for physicians does not tell 
the entire story c)f the burden of debt for medictil 



school graducites. however. In general, medical stu- 
dents graduate after four years tmd then enter a resi- 
dency program, lasting from one to 10 years, 
depending on the field specialty. As residents, these 
graduates earn about $2 5.000-$ 3 5.000 annually. In 
1995-9b. the salary for a first-year resident averaged 
$31,050.*'’ Some of the student loan programs, such 
as the HFAL program, defer loan payments for four 
years of a residency program, but interest still ac- 
crues. Using the $31,050 salary figure, monthly pay- 
ments for residents would comprise 29 percent of 
their income. Hven for those with four-year residen- 
cies whose loan programs offer deferment options, 
they still must begin payments w'ith four years of inter- 
est added to the principal amount already ow'ed. 'fhus. 
medical graduates as residents face extraordinarily 
high monthly loan payments w'hile those pursuing ca- 



Net income is defined as all earnings from medical practice (including fringe benefits and contributions into deferred compensations plans) after expenses 
and before taxes. 

This figure represents the mean salary for first«year residents in the 400 AAMC member hospitols, which include the major teaching hospitals. Association 
of American Medical Colleges. 
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Comparison of Monthly Student Loan Payments to Monthly Earnings 



Type of Physician 


Monthly 


Mean Net Income 


Monthly 


Loan Payment as 




Loan Payment 


Age 35 and Under, 1993 


$alory 


% of Monthly Sale 


General/Family Practice 


$777 


$108,700 


$9,058 


9% 


internal Medicine 


$777 


$131,000 


$10,917 


7% 


Surgery 


$777 


$176,400 


$14,700 


5% 


Pediatrics 


$777 


$1 13,100 


$9,425 


8% 


Ob/Gyn 


$777 


$174,300 


$14,525 


5% 


Radiology 


$777 


$188,300 


$15,692 


5% 


Anesthesiology 


$777 


$187,900 


$15,658 


5% 


Physicians in Community Health Clinics 








General/Family Practice 


$777 


$76,731 


$6,394 


12% 


Internal Medicine 


$777 


$79,377 


$6,615 


12% 


Pediatrics 


$777 


$78,937 


$6,578 


1 2% 


Ob/Gyn 


$777 


$1 10,575 


$9,215 


8% 



Note: Calculations assume a standard 1 0*year repayment schedule and an 8 percent interest rate. Assuming that starting salaries for these fields would average lower than 
the age 35 and under category, loon payments would make up even higher proportions of their monthly salaries. Starting salary information represents gross income and 
wos obtained from the following sources: far physicians age 35 and under: Socioeconomic Characteristics of Mecficaf Practice 1995, American Medical Association; and 
for physicians in community health centers: Bureau of Primory Health Care, Health Research and Services Administration. 



reers in pediatrics and family medicine also bear the 
burden of their education borrowing;. 

CJraduates of dental school also face high monthly 
payments, as a percentage of their monthly income. 
Data Iroin the American Dental Association show 
that dentists within five years of graduation from dental 
school earn $67,750 annually — slightly less than the 
$67,772 average debt that graduates accumulate.^" 
With this starting salar\^. dental school graduates face 
monthly payments comprising 1 5 percent of their in- 
come. 

Further Effects of Student Loan Debt 

The iivaihible data indicate that the impact of student 
locin debt is particularly troublittg for the post-gradu- 
ate lives of many professional students: 



Law school graduates who choose public ser- 
vice-oriented jobs face high monthly payments 
of up to one-fourth of their monthly income. The 
prospect of spending a fourth of every 
month's salary on loan payments probably 
turns more than one idealistic graduate away 
from public service as they retilize the diffi- 
culty of pursuing a career with the burden of 
substantial student loans. 

During their residency programs, medical school 
graduates' loon payments con comprise up to a 
third of their monthly income. Particularly if the 
residency lasts longer than four years or if de- 
ferment of payments is not an option, many 
residents "moonlight." working nights and 
weekends in hospital emergency rooms to 
earn extra income. Some graduates go so far 



1994 Survey of Denial Practice: Income from the Private Practice of Dentistry, American Dental Assaciatian, 1995. 
American Medical Student Assaciotion/Faundatian. 
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Student Loan Debt as a Percentage of income 



Loan Payment as a 
Percentage of Monthly Salary 



Mathematics 


3% 


] 






Computer Science 


2% ] 


] 






Physics/Astronomy 


2% 1 


] 






Chemistry 


2% 


] 






Engineering 


2% 


] 






Life Sciences 


3% 






Social Sciences 


5% 


_J 






Humanities 


4% 


□ 






Public Defender 


25% 




Public Interest 


23% 






Legal Services 


27% 




Government 


20% 








Small Rrm Associate 


15% 






Large Firm Associate 


12% 








General/Family Practice 


9% 








G/FP at Comm. Health Clinic 


12% 








Surgery 


5% 








; Pediatrics 


8% 








Ped. at Comm. Health Clinic 


12% 








Radiology 


5% 








Dentist 


15% 







4> 

oc 



o 

c 

< 



Nate: Calculations assume a standard 10-year repayment schedule and an 8 percent interest rate. 
Sources: Salary information was obtained from the following sources: Survey of Humantties Dador- 
otes. National Research Council; National Association of Colleges and Employers; SRS 199? 
Survey of Dadorafe Recipients, National Science Faundatian; The National law Journal, The New 
York Law Publishing Company, 1995; Socioeconomic Charaderistics of Medical Pradice 1995, 
American Medical Association; and Bureau of Primary Health Care, Health Research and Services 
Administration. 
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as to postpone their education at this point in order to pay olT their 
loans, 



Dental school graduates face high monthly payments of 1 5 percent 
of their income. Increasing their already substantial burden, den- 
tists opening their own practice usually borrow funds to pur- 
chase the equipment necessary to start a practice. 

While some research has been conducted on the effect of debt on stu- 
dents’ career choice, it remains inconclusive. To , determine the impor- 
lance of each piece of a monthly budget, credit underwriting guidelines for 
mortgage lenders were consulted. These guidelines specify that a potential 
borrower's debt payments — including mortgage payments — not exceed 
J percent of monthly gross income. If student loan payments fall 
between a quarter and a third of a graduate’s monthly income, the prob- 
ability of meeting these guidelines and securing a mortgage is significantly 
lower. The burden of borrowing for their education may prevent these 
students from buying a home early in their lives. 

Although (heir debt is lower than that of professional school graduates. 
Ph.D. recipients still face sizable monthly payments for their student loans. 
While these payments probably do not affect significantly their ability to 
secure a mortgage for a home, they do impact their post-graduate bud- 
gets. The circumstances facing Ph.D. recipients in the social sciences 
who work in the non-profit sector might not be fully reilccted in the aver- 
ages reported in the previous tables. Salaries for Ph.D.’s in other sciences 
often begin at lower levels than formally reported by placement offices: an 
informal survey by the magazine Science reveals that the increasing num- 
ber of Ph.D. recipients who take postdoctoral research positions earn 
salaries at half the levels of those formally reported by placement offices, 
often for multiple years following graduation. 

The trends of increased borrowing and greater levels of cumulative debt 
could have serious long-term consequences for these students — and the 
nation — as they start their post-graduate lives. Decreased participation in 
lower-paying public service-oriented fields, higher default rates, reduced 
consumption — all of these are potential effects of the ever-increasing 
borrowing by students to finance their educations. 



Comparing loan payments with monthly 
income does not take into account the 
problems that some graduates face in 
securing employment at all. JeS 
placement information shows a lower 
percentage of Ph.D. recipients with 
definite post-graduation commitments in 
the 1 990s than in the 1 970s and 
1 980s. Two major studies released in 
the past few months, from the Journal of 
the American Medical Association and 
from the Pew Health Professions 
Commission, warn that medical school 
graduates face a tougher job market 
than in previous years, especially for 
medical specialists, such as anesthesiol- 
ogists and gastroenterologists. Recent 
media reports suggest that the prospects 
are also dim for law school students: 
increasing numbers of graduates are 
taking low-paying jobs as legal 
assistants or leaving the field altogether. 
Using average salaries for these 
graduates to assess the impact of their 
student loans fails to recognize the 
increasing difficulty that these graduates 
face in obtaining jobs that pay these 
salaries. Furthermore, using salary 
data—whether starting or median 
salary— usually assumes that wages will 
increase over the course of the 
individual's lifetime and that the 
economy will support jobs for these 
individuals— neither of which is 
guaranteed. 



Science, October, 1992. 

Summary Report 1994: Doctorote Recipients from United Stotes Universities, Simmons and 
Thurgood, 1995. 
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Conclusion 



he lindings of this study indicule thtil borrowing for graduate 
and professional students is escalating, creating a new class of indebted 
students and leading to substantial increases both in the total amount 
borrowed and the total number of students borrowing. The study shows 
that the rate of increase in borrowing and total debt levels are consider- 
:ibly higher for students in the medical, dental, and law fields than for 

sP 

students in Ph.D. programs. Pven with their significantly higher earning 
potential, students in these professional fields face monthly payments that 
are prohibitively high in some cases. Attorneys pursuing careers in the 
public sector and physicians practicing in the fields of pediatrics and family 
medicine carry a particularly troubling burden of debt. 

While this report succeeds in providing a clearer understanding of the 
amount ol debt that graduate and professional students accumulate, it also 
demonstrates the continued need for further research, 'fhe impact of debt 
after graduation relies in large part on determining at what point loan 
repayment becomes burdensome. Using mortgage underwriting guide- 
lines — as we have doiiC in this report — provides a common reference 
point, but when personal circumstances are factored in. the universality 
of this definition diminishes. 



Iwen with that question decided, the lack of dal a on starting salaries inhib- 
its conclusive analysis of borrowing’s impart on students during the 
period ol repayment. Analysts need to knen/ the income of borrowers 
during those years rather than the average earnings in a given field. The 
data reported here present a foreboding picture for graduates of profes- 
sional school who borrow for their education, but more extensive 
examination ol the effect of debt on career choice is necessary. 






In addition, the lack of reliable data on the cumulative debts of master's 
students represents a significant shortcoming. This gap in national data 
sources must be filled to gain a truly accurate portrait of graduate student 
debt. 



The picture of student borrowing presented here and in College Debt and 
the American Family highlights some alarming trends: among them, the 
data show record levels of student loan volume with a greater proportion 
of low-income and minority students borrowing. While this report dem- 
onstrates possible problems for today’s graduate and prolessional stu- 
dents. the combination of accelerated growth in borrowing at both the 
undergraduate and post-baccalaureate levels portends even greater ob- 
stacles for tomorrow's students as they launch their careers. 

Student loan financing should be a major area of interest tor policymakers 
and the general public in the coming years. Every effort must be made to 
ensure that the economic and social benefits that accrue to society be- 
cause of advanced education are not overtaken by the rising costs to 
individuals that result from their increased need to borrow. 
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Appendix 

Graduate and professional students have different options for borrowing 
than undergraduates. Most undergraduates who use loans to finance 
their education rely on federal Stafford loans — part of the FFEL and FDSL 
programs — and can borrow a total of $23.()0() as dependent students or 
$46,000 as independent students. Graduate and professional students, 
though, may borrow a total of $138,500 in FFEL or FDSL loans, includ- 
ing any borrowing at the undergraduate level. For those who exhaust 
their loan limits or who pursue degrees in specified areas, other loans are 
available from the federal government and private lenders. 

Depending on the type of loan used, students can repay their loans over a 
number of years. Interest begins accumulating as soon as the loan is 
issued and is either paid — by the student or the federal government, in the 
case of subsidized loans — or capitalized to the principal amount bor- 
rowed, Most federal loan programs provide a grace period of six months 
after the student leaves school before loan repayment must begin. Some 
of the health profession loan programs also offer periods of deferment 
during residency periods and for some fellowships for a limited number of 
years. 

Standard loan repayment for federal loans spans a maximum of 1 0 years 
and includes a minimum monthly payment of $50, However, other, more 
flexible repayment options are available. For example, recently imple- 
mented repayment options for the FDSL program and some of the health 
profession loans include an income-contingent plan, which requires 
smaller monthly payments at the beginning of the repayment period and 
gradually increases payments as the borrower’s income rises, A small 
number of loan, forgiveness programs exist as well, offering at least partial 
forgiveness of loans for a specified number of years of medical or dental 
service in an area of the country that lacks an adequate number of medi- 
cal, dental, or other health professionals. 



Federal Student Loans 

The federal government provides low-interest loans to students for post- 
secondary education from a number of sources. This report focuses on 
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Loan Limits Before and After the 1 992 Reauthorization 



Subsidixed 

Stafford 

Freshmen 

Sophomores 

Juniors/Seniors 

Graduafe/Professional 

Subsidixod Stafford 
and SLS 

Freshmen 

Sophomores 

Juniors/Seniors 

Graduate/Professional 

Subfidixod and 
Untubsidixod Stafford 

Freshmen 

Sophomores 

Juniors/Seniors 

Graduate/Professionai 

PLUS 



Aggregato Maximumt 

Undergraduate 

Dependent 
Independent 
Graduate/ Professional * 
PLUS 



Boforotho \992 
Roauthorixation 

Independent Dependent 

Students Students 



$2,625 $2,625 

$2,625 $2,625 

$4,000 $4,000 

$7,500 $7,500 



$6,625 $2,625 

$6,625 $2,625 

$8,000 $4,000 

$11,500 $7,500 



$6,625 $2,625 

$7,500 $3,500 

$10,500 $5,500 

$18,500 $8,500 

Not Eligible $4,000 



B«for« th« 1992 
Raauthorixation 

$17,250 

$37,250 

$74,750 

$20,000 



After the 1992 
Reauthorixation 



Independent 


Dependent 


Studenti 


$tudents 


$2,625 


$2,625 


$3,500 


$3,500 


$5,500 


$5,500 


$8,500 


N/A 



$6,625 


$2,625 


$7,500 


$3,500 


$10,500 


$5,500 


$18,500 


N/A 


Not Eligible 


No Limits 



After the 1992 
Reauthorixation 

$23,000 
$46,000 
$138,500 
No Maximum 



* Includes loons mode at the undergraduate level. 



the FFEL and FDSL programs, two of the main loan programs used by 
graduate and professional students. Other federal loan programs include 
PLUS loans, campus-based Perkins loans and a number of programs 
made available through the Department of Health and Human Services, 
such as Health Professions Student Loans (HPSL). Each program guar- 
antees the loan against default, limits loans to the cost of education, and, 
with the exception of the PLUS program, has annual and aggregate loan 
limits. 
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Federal Family Education Loan (FFEL) Program 



Formerly known as the Guaranteed Student Loan program, the FFEL pro- 
gram consists of federal Stafford loans — both subsidized and unsubsi- 
dized — and PLUS loans. Through this program, banks, credit unions, and 
other lenders provide low-interest loans to students. These loans are 
insured by state or non-profit guarantee agencies, who are in turn "re- 
insured” by the federal government. 

Under the FFEL program. Stafford borrowers begin repayment on their 
loans after a grace period of six or nine months from the time that they 
leave school. PLUS borrowers do not have a grace period and begin 
repayment on their loans immediately from the time that they are dis- 
bursed. 



Federal Direct Student Loan (FDSL) Program 

Created as a pilot program in the 1992 Reauthorization of the Higher 
Education Act and then established as a full program under the 1993 
Omnibus Budget Reconciliation Act, the FDSL program issues federal di- 
rect Stafford loans — subsidized and unsubsidized — and federal direct 
PLUS loans. Unlike the FFEL program. FDSL loans are originated by col- 
leges and universities, with the capital for these loans provided through 
U.S. Treasury borrowing. 

Borrowers in the FDSL program may repay their loans under the stan- 
dard 10-year repayment plan or through income-contingent plans, which 
allow borrowers to repay a percentage of their monthly income rather 
than a fixed payment amount. 

Health Education Assistance Loan (HEAL) Program 

The HEAL program provides loans to graduate students in schools of 
medicine, dentistry, optometry, pharmacy, veterinary medicine, and public 
health. The HEAL program does not require students to demonstrate fi- 
nancial need and charges a higher interest rate than Stafford. HPSL. and 
LDS loans. 



Health Professions Student Loan (HPSL) Program 



This program provides long-term, low-interest loans to financially needy 
students pursuing a degree in medicine, dentistry, optometry, pharmacy, or 
veterinary medicine. The 1992 Reauthorization of the Health Public Ser- 
vice Act altered the HPSL program to include a stipulation that medical 
students receiving this loan after July 1. 1993 must complete a residency 
in primary care and practice in the primary care area for the life of the 
loan. 

Loans for Disadvantaged Students (LDS) Program 

The LDS program provides loans to eligible health professions schools 
for the purpose of making long-term, low-interest loans available for finan- 
cially needy students pursuing a degree in medicine, dentistry, optometry, 
pharmacy, or veterinary medicine. 

Stafford Loans 

The federal Stafford loan program offers low-interest loans to students 
for college and post-baccalaureate study. Borrowers with subsidized 
Stafford loans — either through the FFEL or FDSL program — have the in- 
terest on their loans paid by the federal government, while they are in 
school and through the grace period — before repayment begins. Stu- 
dents with unsubsidized Stafford loans are responsible for the interest on 
their loans from the date of issue. They can pay the interest as they attend 
school, or have the interest amount added to the principal of their loan, on 
which interest accrues. Interest continues to accrue on unsubsidized 
loans during the grace period. 

Students must undergo financial need analysis — to determine the total 
cost of attendance — in order to qualify for both subsidized and unsubsi- 
dized Stafford loans, although they must demonstrate financial need only 
for the subsidized Stafford program. Graduate and professional students 
are limited to borrowing a total of $18,500 annually through the Stafford 
program, including a maximum of $8,500 in subsidized Stafford loans. 



Parent Loans for Undergraduate Students (PLUS) 

The PLUS loan program issues loans to parents and spouses for the 
education of their children or spouses. These loans are not subject to 
annual or aggregate borrowing limits, as of the 1992 Reauthorization. 

Supplemental Loans for Students (SLS) 

The SLS program was created under the FFEL program to offer loans to 
independent students without an interest subsidy. The 1992 Reauthoriza- 
tion scheduled the SLS program for elimination as of July 1 . 1994 to be 
replaced by the unsubsidized Stafford program. 



